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How is the forecast 
developed? 




“Everybody is entitled 
to my opinion.” 


Madonna 





“An economist is an 
expert who will know 
tomorrow why the 
things he predicted 
yesterday didn’t 
happen today.” 


Laurence J. Peter 




“Economics is 
extremely useful as a 
form of employment 
for economists.” 


John Kenneth Galbraith 





“If anyone disagrees 
with anything I say, I 
am quite prepared not 
only to retract it but 
also to deny under oath 
I ever said it.” 


Tom Lehrer 






Can you see it, Jesse? 


“When a great many 
people are unable to 
find work, 
unemployment 
results.” 


Calvin Coolidge 





“I want to make sure 
that everyone who has 
a job, wants a job.” 


George Bush ( Sr. ) 




“We’re going to have 
the best educated 
American people in the 

world!” 


Dan Ouavle 




“Wherever I have gone 
in this country, I have 
found Americans!” 


AlfLandon 



“Those who died (in 
the 1989 San Francisco 
area quake)... their 
lives will never be the 
same again.” 


Sen. Barbara Boxer 



“This is the worst 
disaster since my 
election.” 



Gov. Edmund (Pat) Brown 
(on the Watts riots ) 
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SATURDAY, APRIL 8, 2000 



Associated Press 

President Clinton at ceremony in which he repealed limit on retirement 
earnings. At left is Social Security Commissioner Kenneth S. Apfel. 


Social Security Penalty 
on Earnings Is Repealed 

t.A t.'—u ^[00 

■ Legislation: Clinton signs bill to end limit on benefits. 
It means about $6,700 a year more for working seniors. 



“Ninety percent of 
politicians give the 
other ten percent a bad 

name.” 


Henry Kissinger 




Highlights of National 

Forecast 


• Real growth is hard to stop at 
this point 

• Inflation uptick, partly due to 
“special factors” and partly due 
to high demand level 

• Trade deficit widens in 2000, 
then improves 

• Interest rate hikes ahead 

• Slowdown by 2001 

• But nothing terrible (we hope!!!) 





Chart 2. Core Inflation Rate 
(CPI Excluding Food & Energy) 
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Chart 3. Unemployment Rate. 
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Chart 4. Interest Rate Outlook 
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10- Year Bond Yield — — Federal Funds Rate 


Chart 5. Corporate Profit Pattern 

(Bil. $) 
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Don’t count on a 
productivity bailout 


Sectoral Productivity: Year-Over-Year Change 
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DESIGNATED AREAS HIGHER 


Dow Suffers Worst-Ever Point 
Drop of 617; Nasdaq Falls 355 



Associated Press 


Trader at the Chicago Board of Trade watches the Dow drop Friday, the biggest point loss ever. 

Black Friday for Stocks 

Investors panicked Friday after the government released a surprisingly bad inflation report. The 
technology-heavy Nasdaq suffered its second-biggest one-day percentage decline. 


Nasdaq’s biggest percentage losses: 

Oct. 19. Oct. 20, Oct. 26, Aug. 31, 

1987 Friday 1987 1987 1998 



11.35% 

Source: Associated Press 


Consumer Prices: 

0.7% 0.7% 
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■ Markets: The 

government’s report of a 
much higher-than-expected 
rise in consumer prices in 
March helped to trigger the 
sell-off. 

By THOMAS S. MULLIGAN 

TIMES STAFF WRITER 

NEW YORK— Wall Street suf- 
fered its worst collapse Friday 
since the 1987 market crash, as 
panicked selling wiped out hun- 
dreds of billions of dollars of share- 
holder wealth and raised the risk of 
harm to the broader economy. 

The technology-dominated 
Nasdaq composite index plum- 
meted 355.49 points, or 9.7%, to 
3,321.29, a percentage decline sec- 
ond only to its drop on Oct. 19, 
1987. 

The blue-chip Dow Jones indus- 
trial average recorded its biggest 
one-day point loss ever, falling 
617.78 points to 10,305.77, though 
the percentage decline of 5.7% 
wasn’t close to a record. 

The latest market plunge added 
to already substantial losses among 
the technology stocks of the 
Nasdaq market— shares that had 
rocketed to unprecedented levels in 
January and February, as investors 
embraced “new economy” compa- 
nies whose growth prospects were 
believed to be stellar. 

Since March 10 the Nasdaq in- 
dex has lost 34.2% of its value, 
marking an official “bear market,” 
in Wall Street parlance. 

Most of that loss occurred this 
week, as the Nasdaq index sank a 
record 1,125 points, or 25%, eclips- 





Federal Reserve Chairmen 
don ’t kill stock markets... 





...Stock markets (with 
irrational exuberance ) kill 
stock markets. 

S 



Is this a distortion of reality? 


— 

...Stock markets (with 
irrational exuberance ) kill 
stock markets. 

< 




Yes, look at his August 27, 1999 
speech. He is worrying about a 
Japan-type scenario. 



California Short-Term Forecast 



1999 

2000 

2001 

2002 

Employment 

(Nonfarm, % Change) 

3.1 

3.5 

2.6 

2.5 

Personal Income 

(% Change) 

6.7 

7.6 

6.1 

6.0 

Taxable Sales 

(% Change) 

9.3 

7.1 

6.4 

6.4 

Building Permits 

(Residential, Thous.) 

140 

150 

143 

157 

Unempl. Rate 

(Percent) 

5.2 

4.6 

4.6 

4.8 





Figure 1 : Employment in California and 
Rest of U.S. 






Figure 3: California Nonfarm Employment 
History & Forecast Vs. 3% Trend from 1990:3 
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Figure 5: California Net Natural Increase 
and Net Immigration 
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Capital Gains Revenue 
As a Percent of all General Fund Revenues 



1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 

Year 


Proceeds from IPOs of California firms 




California: Long Term 


• Population growth at 1 .6% per annum to 
47.7 million by 2020. 

• Aerospace employment will reach a 
critical mass and thereafter will be 
sustained, although growth of 
employment and production will be very 
limited. R&D activities in this sector will 
continue. California offers advantages 
to R&D that are not available to actual 
manufacturing of aerospace products. 

• Despite competition for land and water, 
agricultural output in California will 
continue to increase. However, high 
productivity growth will continue to 
produce a decline in farm employment. 



California: Long Term 


• Retail employment in finance and 
business services will increasingly shift 
to the Internet. However, there will be 
continued need for employees to deal 
with such functions as credit approval 
and regulatory compliance. There will 
also continue to be strong demand for 
information services employment. 

• Construction in California seemingly 
has shown a decline in productivity, 
with substantial reductions in 
residential and non-residential 
construction and yet more employees. 
This anomaly makes employment 
projections uncertain. It is assumed 
that gains in construction jobs will be 
modest. 



California: Long Term 


• The Internet could have a negative 
effect on employment in wholesale and 
retail trade. Some employment gains 
are nonetheless projected but trade 
employment will slip as a fraction of 
overall employment. 

• Housing remains a worry. Where will we 
put the growing labor force and 
population? Related issues include 
transportation, education, and other 
state infrastructure. 

• A Santa Barbara “solution”? 





“Before I came here, I 
was confused about 
this subject. Now I am 
still confused, but at a 
higher level.” 


Enrico Fermi 





UCLA 


Human Resources Round Table (HARRT) 


California 

Human 

Resources 

Forecast 

1995 


Rosalind M. Schwartz 
Daniel J. B. Mitchell 


Institute of Industrial Relations 
University of California, Los Angeles 


“We’ve passed a lot of 
water since those 
days.” 


Sam Goldwyn 
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Human Resources Round Table (HARRT) 
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